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THE ANNUAL 
GENERAL MEETING 


of the shareholders of Fraser 
Companies, Limited will be held 
at the Wandlyn Motor Inn, 
Edmundston, N.B., on Friday, 

the 15th day of April, 1977, at 
the hour of 11:00 o’clock in the 
forenoon, Atlantic Standard Time. 


STOCK TRANSFER 
AGENT AND 
REGISTRAR 


Montreal Trust Company 
Montreal, Quebec 
Toronto, Ontario, 
Vancouver, B. C., 
Saint John, N. B. 


STOCK LISTED 


Montreal Stock Exchange 
Toronto Stock Exchange. 
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Directors’ Report 
to the Shareholders 


In a relative sense the year 1976 
was very Satisfactory in the affairs 
of Fraser Companies, Limited. 
Earnings were the second best 

in the Company’s history and 
major capital programmes were 
both completed and begun. 

Even with these good results the 
Company managed only an 11.1% 
return on the shareholders’ equity. 
Although this result was better than 
that registered by most Canadian 
forest product companies, it only 
approximates the cost of long-term 
borrowing. With high rates of 
inflation, returns such as this or 
better must be sustained over the 
long term, in order to maintain the 
competitive ability of companies 
in this industry. Once every now 
and again is not enough. 

Fortunately, Fraser’s 
products are sold primarily into 
the United States and the 
American economy is probably 
the strongest in the world today. 
The renewed pace of business 
activity during 1976 considerably 
strengthened the market segments 
for Fraser’s paper products. 

The increase in the number of 
housing starts and new construc- 
tion brought lumber prices to 
profitable levels for the first time 
in two years. Nothing in view at 
the moment suggests that these 
conditions will be any less 
favourable during 1977. 

In June the Company 
received the proceeds of a $35 
million 10 3/4% debenture issue, 
which is dedicated to the re- 
build and modernization of the 
Edmundston pulp mill. This 
project has been described in 
other shareholder communica- 
tions, but it is worth repeating 
that it will bring these facilities 
to the best of modern standards, 
as well as permit a modest 
increase in the Company’s 
physical output. To date there 
have been no major surprises 
in the construction programme 
or prices for major units of 


equipment. The evident dedi- 
cation and effort of the workmen 
involved gives promise that the 
project should be completed as 
planned. 

New investments are also 
being made in the lumber mills, 
which are now operating better 
than ever before. These will 
involve a new planer facility 
at Plaster Rock and additional 
whole log breakdown facilities 
at Kedgwick. Construction was 
started during the year on a tree 
nursery as a key element in the 
Company’s effort to maximize the 
yield from its woodlands. The 
first seedlings from the new nursery 
will be produced during the 
1977 season. 

While recognizing the current 
controversy centering around the 
spruce budworm spraying pro- 
gramme, the Company supports 
the Provincial Government in 
some measure of control. The 
evidence is that control can be 
achieved without harmful side- 
effects if restraint is exercised 
in the spraying programme. 

A study being conducted 
under the sponsorship of the 
Federal and Provincial Govern- 
ments as well as the Company, 
with respect to the modernization 
of the Atholville sulphite pulp 
mill is in an advanced stage. 

It appears that the modernization 
now will have to take the form 

of conversion to the Magnesium 
Bisulphite cooking process, 
although the operating parameters 
are not yet defined. It is premature 
to comment on the financing 

or initiation of such a project. 

Notwithstanding the 
depressed economic scene and 
Canadian inflation control regul- 
ations, inflation remains one of our 
most serious problems. In such an 
environment, planning, especially 
for new capital projects, is parti- 
cularly difficult. A long-term 
solution will happen only when 
Canadians lower their expect- 
ations and demand no more of the 
system than it can produce. 


Last year’s Directors’ Report 
discussed the problems associated 
with the introduction of anti- 
inflation legislation and the 
general problem of serving many 
interest groups. Our cover this 
year again symbolizes this 
situation, although in many ways 
we detect a changing public 
attitude. Basic industries are 
increasingly being seen by the 
public for what they are - the 
cornerstones of modern industrial 
society. The continuing non- 
profit performance of Canadian 
industry is depressing capital 
spending and jobs are harder to 


find. It may be that the place 


of profits and soundly based 
resource industries is becoming 
more generally understood as 
the seed-corn of our plenty. 
Fraser’s management and the 
Noranda group of which it is a 
part are devoted to spreading 
this understanding and remain 
optimistic that good sense in the 
end will prevail in government, 
labour and public circles. 

At the Annual Meeting in 
April 1976, John P. Fisher became 
President of the Company. In 
September, Mr. C. R. Recor re- 
signed as a Director of the Company 
and President of Fraser Paper, 
Limited. Mr. Recor had served 
the Company well and can be 
credited with much of its 
present health. 

This, and other personnel 
changes, resulted in the employ- 
ment of Mr. R. A. Knapp, whose 
title will be Vice-President, 
Marketing and Sales of Fraser 
Paper, Limited. Mr. Knut Grotterod, 
Senior Vice-President, Operations, 
was elected a Director to fill the 
vacancy on the Board. 

While it may sound trite, it 
is none the less a fact that the 
Company’s main asset has been its 
loyal and trained employees. With- 
out them nothing is possible, and 
with them the future is bright. 

On behalf of the Board. 


J.P. Fisher 


President 


A. H. Zimmerman 
Chairman 


Fraser Bank 
Statement 


Chequing privileges 
permitted on this account 


DATE ITEM WITHDRAWAL DEPOSIT BALANCE 
January 1, 1976 $ 12,216,000.00 
Proceeds from sale of lumber, pulp, 

boxboard and paper 182,334,000.00 194,550,000.00 
Interest earned on term deposits 1,260,000.00 195,810,000.00 
Paid out for wood 36,543,000.00 
wages 44 692,000.00 
fringe benefits 9,223,000.00 
fuel 21,913,000.00 
services , chemicals, 
materials and supplies 42,318,000.00 41,121,000.00 
Paid to reduce debt 735,000.00 
Paid interest on debt 468,000.00 
Paid for new machinery and 
buildings 23, 144,000.00 
Paid to federal, provincial, state 
and local government for taxes 4,590,000.00 12,184,000.00 
Received from issue of Series B 
Debentures 35,612,000.00 47,796,000.00 
Received from sale of shares to 
employees 61,000.00 47,857,000.00 
Dividends paid to shareholders 3,821,000.00 
December 31, 1976 $ 44,036,000.00 


Low cost personal loans for 
any worthwhile purpose. 


Fraser Woodlands 


14-day old seedlings 


General 

The year 1976 saw some significant 
changes and improvements in 
woods operations which will be 

of long-term benefit to the 
Company in the management 


of the forest resource. Overall 
performance was satisfactory 

with fiber deliveries from all 
sources totalling 635,000 cunits 
broken down by source as follows: 


Round 
Wood_ Chips 
(Cunits) 


Company 182,000 199,000 
Others 74,000 180,000 


Capital expenditures in wood- 
lands for the year amounted to 
$785,000. The major programme for. 
the forest tree nursery is proceeding 
on plan and will cover a three-year 


B period at an estimated cost of $1.2 


million. As part of this programme 
over 600 bushels of seed cones 


have already been collected from 


black spruce trees. Additional 


| cones have been collected from 


a quanity of individual ‘‘plus”’ 
trees as the beginning of a Tree 
Improvement Programme to 
develop genetically superior 

trees. Planned production in 1977 
will be 500,000 seedlings, increasing 
to 7,000,000 seedlings when the 
project is completed in 1979. Sub- 
stantial sums were also invested 

in improving the primary network 
of woods roads and in the pre- 
paration of a new logging camp 


Modern woodland lodgings 


complex utilizing the more com- 
fortable modular type housing units. 

In Plaster Rock District fully 
mechanized harvesting was re- 
introduced, and tree length hauling 
to the sawmill was also begun. 
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Slashing 


Mechanized slashing operations 

in the Edmundston Division 

were converted to the production 
of 8-foot instead of 4-foot pulp- 
wood, which will result in reduced 
handling and loading costs. 


Winter trucking 


MAP OF OPERATIONS 


Grog Brook BG si 
Budworm kill 


Spruce Budworm 


Infestation of New Brunswick 
forests by the spruce budworm 
continues to be a major concern 
and cost to the Company. In 1976, 
about three quarters of Fraser’s 
limits, or 1.4 million acres, were 
sprayed at a cost to Fraser of $1.3 
million. About one-tenth of the 
Company’s limits are categorized as 
subject to extreme risk of mortality 
in 1977, with the major area of 
heavy infestation in the northern 
most parts of the Green River and 
Kedgwick watersheds. 
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Fraser Wood 


Products 


On February 1, 1976, a Wood 
Products Group was formed with 
prime responsibility for the 
efficient and economical utiliz- 
ation of Fraser’s wood resources. 
This involves, in addition to the 
fiber requirements for the pulp 
mills, the innovation and 
development of new ideas for 
wood products and their 
markets. 

Wood Products had a very 
successful year with total ship- 
ments representing the second 
highest since 1941. 


1976 1975 % Change 
(M.f.b.m.) 
Shipments 57,000 46,000 +24 
Production 65,000 43,000 +51 


At Kedgwick, a rebuilt 
planer mill started up in February 
1977, and a new high-tempera- 
ture dry kiln will come on line 
in early April. A rebuild of 
the sawmill is planned for 1977 
which will bring the annual 
capacity at that mill up to 
40,000,000 board feet. 
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New planer mill at Kedgwick 


Prime Minister visits Kedgwick mill 


A complete new planer mill 
will be built at Plaster Rock to 
replace the two outdated mills 
which cannot dress the present 
sawmill capacity of 145,000 
board feet per day. This new 
planing mill will be able to 
dress additional lumber ex- 


pected to develop as a result 

of a revamping of the sawmill 

to produce 170,000 board 

feet with an ultimate potential 

of 200,000 board feet per day. 
In the marketplace, demand 

for dimension lumber was 

spasmodic, while boards and 

specialties remained relatively 

stable. The outlook for 1977 

appears to be slightly better 

with a projected increase in 

housing starts in the United States 

and an anticipated modest price 

increment. 


Fraser Markets 
and Operations 


General 


The manufacturing plants had 

a satisfactory year, with the 
exception of the pulp mill at 
Atholville which experienced 

a 74% operating rate. In general, 
shutdown time at all of the 
plants was used for installation 
of new equipment in a continuing 
effort to improve the overall 
efficiency of the Company’s 
operations. 

Conservation of energy was 
and continues to be a prime concern. 
In 1976 total corporate energy pur- 
chased in the form of oil and 
electricity per unit of production was 
reduced by 3.6%. In 1977 it is hoped 
to reduce this even further. At 
Edmundston, a refuse preparation 
and burning system was completed 
for a capital cost of approximately 
$5 million. This system will result in 
a substantial oil saving amounting 
to approximately $830,000 annually 
at present fuel prices. 

In Madawaska the pollution 
abatement programme continued 
with the completion of two effluent 
clarifiers at a cost of $1.8 million. 
New fresh water filters were 
installed in May with an immediate 
improvement in water quality. Also 
a number of in-plant projects to 
recycle more transport water were 
completed. 


Sludge filter - Edmundston 
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In the area of manufacturing 
services, the implementation of the 
stores inventory management 
system continued with the coding 
and computerization of inventory. 
Management of maintenance 
activities was an important concern 
with emphasis being placed on 
organization, productivity and 
control. 

The report on the study, 
by Jaakko Poyry & Co. on finding 
a viable alternative manufacturing 
process for the mill at Atholville 
was received in September. Work 
is now in progress to assess market - 
ability of the various pulps which 
could be manufactured at Athol- 
ville and a more detailed estimate 
is being prepared on the Magnesium 
Bisulphite cooking process. 


Pulp 

A limited quantity of paper and 
tissue pulps which are the main 
products of the Atholville mill, is 
sold on the open market which 
was extremely weak in 1976. 
Most of the Atholville pulp is 
used by the Company to produce 
boxboard and paper. The curtailed 
operation of the fine paper 
machines in Madawaska had a 
direct effect on the operation in 
Atholville. 


1976 1975 %Change § 
Tons 
Shipped 70,840 54,138 +31 
Operating 
Rate 74% 54% 


Work is proceeding on the 
relining of No. 5 Digester and the 
rebuild of No. 3A Blow Pit, both 
of which jobs will be completed 
malo7 7: 

World inventory of market 
pulp reached record levels in the 
fourth quarter of 1976, and no 
immediate improvement is expect- 
ed through the first half of 1977. 
In the latter half of this year, 
however, the market is expected 
to be more favourable with some 
slight improvement in demand 
and prices. 

At Edmundston, the 
groundwood mill operated at 
capacity to supply demand for 
both groundwood papers and 
boxboard. In the sulphite mill 
a programme to reline all of the 
digesters is underway. Other 
revisions to the digesters to tie 
in with the modernization project 
are being carried out in conjunc- 
tion with this relining programme. 
The production rate is approxi- 
mately 90% of capacity during 
this programme, which is expected 


to take about one year to complete. 
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Boxboard products 


Boxboard 


Fraser produces coated and 
uncoated folding boxboard at 
Edmundston, which is sold 
for packaging for a variety of 
products including frozen foods, 
detergents, cosmetics and 
pharmaceuticals. Product mix 
throughout the year reflected 
an appreciable shift to the 
greater use of coated grades of 
board. The primary markets 
for the Company’s boxboard 
production are Quebec and 
Ontario, with some shipments 
to converters in the Maritimes. 
During 1976, shipments of 
Fraser boxboard reached a 
record level. These record 
shipments were assisted in 
part by the impact of work 
stoppages at several other 
producing mills. 


1976 1975 % Change 
Tons 
Shipped 32,600 30,300 +8 
Operating 
Rate 98% 95% 


Newly painted boxboard machine 


A new pressure former was 
installed and resulted in quality 
improvement and a reduction in 
bleached fibre consumption. 

Because of an excess in 
domestic production capacity 
and relatively higher production 
costs, the Canadian boxboard 
industry is seriously concerned 
with the increasing percentage 
of imports at the converter 
level. This may necessitate some 
shift in Fraser’s product mix to 
maintain acceptable levels of 
profitability. In view of the fore- 
cast for the Canadian economy, 
market conditions are expected 
to be very competitive in 1977. 


Groundwood Papers 


Groundwood papers constituted 
56% of paper shipments from 
the Madawaska mill with demand 
for these papers increasing as 

the year progressed. 

Lightweight uncoated grades 
are used mainly in catalogues and 
telephone directories, and an 
increasing tonnage in lower basis 
weight grades for such applica- 
tions as transportation schedules 
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and guides. Coated paper is 
used in magazines, catalogues, 
commercial printing, and for 
conversion purposes. 

The major markets for these 
papers include Eastern and 
Midwest United States, Eastern 
Canada and Puerto Rico, with 
small quantities also being 
shipped to Europe, Central and 
South America and Australia. 

Paper machine production 
rates improved during the year 


with higher machine efficiency. 
Considerable improvement in 
quality and productivity was 
achieved in the coating operation. 


1976 1975 % Change 


Tons 

Shipped 212,000 175,000 +21 
Operating 

Rate 99% 84% 


Market conditions improved in 
the first quarter and are expected 
to continue very strong in 1977, 
particularly in the lightweight 
coated grades which are sensitive 
to catalogue and magazine 
industry activities. 


Fine Papers 


Fraser is a major producer of 
business forms papers which 
constitute the largest portion 
of fine paper shipments. A 
broad range of specialty grades 
completes this product line. 
Carbonless business forms, 
chart paper, reproduction 
papers for office copiers, 
trading stamps, swab sticks, 
place mats, are examples of end 
products produced from these 
specialty grades. 


As a result, Fraser sells to 
a wide variety of customers, 
primarily in the Eastern and Mid- 
west United States and Eastern 
Canada, and to a lesser extent in 
Puerto Rico and Australia. 
Consequently sales volume is 
closely tied to the overall 
economic climate. 1976 results 
reflect this in terms of tonnage 
sold. Throughout the first and 
second quarters, the Company’s 
sales of fine papers were at 
capacity. In the third and fourth 
quarters, economic activity 
slowed somewhat. 


1976 1975 %Change 
Tons 
Shipped 163,000 128,000 +27% 
Operating 
Rate 93% 67% 
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Fine paper products 
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New dryer hood - No. 3 Paper Machin 


When paper machine down- 
time was incurred to balance 
capacity with order receipts, some 
rebuilding of the machines was 
scheduled. A new dryer hood 
and drive controls were installed 
late in the year on No. 3 Paper 
Machine to complete a $1.25 
million rebuild. This will result 
in a saving of 475,000 gallons of 
oil annually when the full potential 
of the rebuild is realized. Anew 
high turbulence headbox was 


installed on No. 1 Paper Machine 

in October with an immediate 
improvement in quality and yield. 
The market for fine papers 

will strengthen with the economy 
which then should produce a 
concurrent upswing in Fraser sales. 
Two major competitor installations, 
coming on stream between Dec- 
ember 1976 and May 1977, are 
expected to have a depressing effect 
on this sector of the paper market. 


- 


. 
age fe 
= 
ke 3 


Fraser Modernization 


The project for the modernization 
and rebuild of the Edmundston 
pulp mill, which was marked by 
an impressive groundbreaking 
ceremony in July, is proceeding 
satisfactorily with the first phase 
of construction well underway 
and all major process equipment 
now on order. 

For ease of engineering and 
construction, the project has been 


divided into three major categories: 


Washing and Screening, Digesters, 
and Recovery. At year end the 
structural steel and foundations 
for the washing and screening 
area were essentially complete, 


Steel riggers at work 
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and a new 500,000 gallon acid 
tank has been erected. Four 
digesters have now been relined . 
and modified to provide connect- 
tions for new higher efficiency 
circulating systems, and work is 
progressing on the primary and 
secondary effluent sewers. From 
an environmental aspect, apart 
from decreasing dependability 

on purchased fuels and chemicals, 
the new process will drastically 
reduce particulate emission and 
effluent loading on the river. 
Particular attention has been 
given to Environment New 
Brunswick regulations for air 


emissions and the equipment 
purchased for the recovery system 
will conform to those regulations, 
in addition to which in-plant 
facilities are being built to reduce 
water contaminates. 

A most vital component of 
the rebuild project is the effective 
education and retraining of the 
supervisory and operating staff. 
New concepts will be incorporated 
in the training programme to 
provide a broader understanding 
of the pulping process and a 
greater awareness of cost control. 
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Construction of new washing and screening building 


Process Flow Diagram 


Wood chips are fed to eight 
digesters where they are cooked 
with steam and pulping liquor. 
Pulp is formed and pumped to 
two dump tanks. To remove 
impurities such as knots and 
residual liquor, the pulp is 
cleaned in washers and screens 
prior to further processing into 
paper and boxboard. 

In the recovery process, 
liquor containing chemicals and 
combustible solids is drawn from 
the digesters and washers and 
thickened in evaporators. By 
burning the thickened liquor, 
heat is generated in the recovery 
boiler for use in the cooking 
process. The chemicals, such as 
magnesium and sulphur contained 
in the boiler flue gas are recovered 
in an electrostatic precipitator 
and recovery tower respectively, 
to form fresh cooking liquor for 
re-use in the wood chip cooking 


cycle. 
Apart from decreasing the 


dependence on purchased fuels 
and chemicals, the new process 
also drastically reduces parti- 
culate emission and effluent 
loading on the river. 
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CHIPS 
DIGESTERS 


(FROM FORTIFICATION TOWER) 


COOKING ACID 

DUMP TANK 

DEFIBERER 

BLEND TANK 

KNOTTER 

DRAINER 

(TO BARK BOILER) 
LIQUOR RECOVERY WASHERS 
(HOT WASH WATER) 
THREE-STAGE SCREENING 
THREE-STAGE CLEANING 


New look at Edmundston 


THICKENER 
SEAL TANK 
UNBLEACHED PULP 
DISTRIBUTION TANK 

(TO BLEACHING & MACHINES) 
(SPILLS) 

(RETURN TO SYSTEM) 

SEAL TANKS 

COOLER 

FLUSHING LIQUOR 

DRAINED LIQUOR STORAGE 
LIQUOR FILTER 

WEAK LIQUOR STORAGE 
MULTI-EFFECT EVAPORATORS 
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HEAVY LIQUOR STORAGE 
RECOVERY BOILER 
PRECIPITATOR 

MgO TANK 

ASH WASHER 

(MgOH) 

SLURRY 

(SO2 ) 

FORTIFICATION TOWER 
(TO COOKING ACID TANK) 
COOLING & ABSORPTION 
VENTURIS 

TO ATMOSPHERE 


Fraser 
People 


Baked daily 
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The Fraser people through their 
efforts and goodwill continue 

to make a major contribution to 
the success of the Company’s 
operations. To more effectively 
serve their interests and the 
Company’s role outside the cor- 
porate sphere, an overall 
Corporate Relations Department 
has been formed. Within this 
department, there has been a 
restructuring of the former 
administrative and personnel 
responsibilities, and the creation 
of a new Public Relations function 
which will enable the Company 
to more effectively communicate 
its policies and programmes to 
employees and the public at 
large. 

Throughout the year, Fraser 
continued to enjoy essentially 
uninterrupted good and construc- 
tive labour relations in all areas 
of its operations. Most of the 
Company’s labour agreements 
terminated in 1976 and new 
contracts were negotiated generally 
in line with applicable industry 
patterns. However, some of the 
Canadian settlements had to be 
modified to conform to Anti- 
Inflation Board rulings. 

In all, twelve contracts 
expired during the year. Three- 
year agreements were negotiated 
and signed with mill and office 
employees at Edmundston and 
Atholville and a two-year contract 
with workers at the Plaster Rock 
sawmill. Contracts were also 
successfully concluded for a three- 
year period with Woodlands 
employees in the Edmundston, 
Restigouche and Plaster Rock 
Districts, as well as the scalers and 
clerks in the Restigouche District. 
Two-year agreements covering 
employees at the Madawaska 
paper mills were also successfully 
concluded. 


The Company continues 
to stress safe operations for its 
employees, and commendable 
successes were achieved again 
in 1976 throughout the Wood- 
lands and at the mills in 
Kedgwick and Plaster Rock, as 
well as at the pulp mill in Athol- 
ville. Although equal emphasis 
was placed on safety in our pulp 
and paper mills at Edmundston 
and Madawaska, results did not 
meet our expectations. We will 
continue to stress safe operations 
in these areas through newly 
created safety committees, pro- 
grammes, and award systems to 
foster and encourage higher 
standards of safety performance. 

In all the communities where 
the Company has operations, it 
is one of the major employers. 
Thus there is an important inter- 
dependency between the Company 
and the people. Fraser recognizes 
this responsibility, and the 
contributions the employees 
make to the Company and to the 
community at large. There is 
also an indirect relationship with 
other townspeople as well. The 
scholarship awards’ programme con- 
tinues to be one of the ways the 
Company expresses this 
recognition. 

Three scholarships, each 
totalling $4,000, are now awarded 
annually to graduates of secondary 
schools for the furtherance of 
their education. A Community 
scholarship is available to any 
student who resides in the area 
of a Fraser manufacturing oper- 
ation. An Engineering and a 
Science scholarship are available 
to ason or daughter of a Fraser 
employee. 


Checking out sawmill design _ 
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Twin saw operator . Computer tie-in with Norcomp 
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Fraser 
Finances 


In 1976 Fraser had record sales 
both in volume of shipments and the 
dollar value of those shipments, and 
net income was the second highest 
ever achieved, computed in accord- 
ance with generally accepted 
accounting principles. 

Net sales of $180,654,000 were 


up 27% over last year’s $142,775,000. 


Net income rose 53% to $11,051,000 
or $4.71 per share compared with 


$7,212,000 or $3.08 per share in 1975. 


Return on average shareholders’ 
equity increased to 11.1% from 7.6% 
in 1975. The return nevertheless is 
well below the 17.1% achieved in 
1974, and is well below a rate which 
must be realized consistently due to 
inflation levels in order to attract 
the necessary capital to finance new 
ventures and for future moderniza- 
tion and expansion of existing 
facilities. 

The Canadian dollar in relation 
to the U.S. dollar experienced 
dramatic swings during 1976, ranging 
from $1.04 to 96¢. In January the 
Canadian dollar was at a discount, 
then it moved quickly to a premium, 
reaching 4% at one point, until late 
November when it fell sharply to a 
discount of 4% and finally ended the 
year at just under 1% discount. Since 
the Canadian dollar was at substantial 
premiums most of the year, a foreign 
exchange loss of $1,701,000 was 
incurred in 1976. Last year a gain on 
foreign exchange of $2,144,000 was 
realized. 

The effective income tax rate 
for 1976 was 33% compared with 
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FINANCIAL HIGHLIGHTS 


FOR THE YEAR: 1976 1975 1974 
Net sales $180,654,000 $142,775,000 $158,228,000 
Net earnings from operations 11,051,000 7,212,000 14,892,000 
Net earnings per share 4.71 3.08 (ooh 
Dividends paid per share 1.63 1.60 1.40 
Cash flow from operations 21,147,000 15,049,000 22,581,000 
Cash flow per share 9.02 6.42 9.63 
Additions to plants and properties - net 23,144,000 9,186,000 5,886,000 
AT YEAR END: 

Working capital 64,809,000 36,807,000 35,467,000 
Long-term debt 43,712,000 8,909,000 9,719,000 
Shareholders’ equity 103,437,000 96,207,000 92,746,000 
Shareholders’ equity per share 41.04 39.56 


37% in 1975. Taxes on income this 
year were reduced by $2,132,000 
resulting from the application of 
Canadian and U.S. federal invest- 
ment tax credits. Last year investment 
tax credits of $221,000 were utilized. 

Cash flow provided by normal 
operations increased in 1976 by 41% 
to $21,147,000 equivalent to $9.02 
per share. 

In April existing long-term debt 
was reduced by $809,000. The long- 
term financing for the Edmundston 
pulp mill modernization and expan- 
sion programme referredto in the1975 
Annual Report was completed in 
June. This financing involved the pri- 
vate placement of U.S. $35,000,000 
(Canadian $35,612,000) of new 10 
3/4% Series B Debentures due 1981 
to 1992. Also, an exchange was 
arranged of the existing 5 1/8% First 
Mortgage and Collateral Trust Bonds 
for a like amount of new 6 1/8% 
Series A Debentures due 1977 to 
1987. Long-term debt outstanding 
at December 31, 1976 was 
$43,712,000 which is equivalent 
to 42% of shareholders’ equity. 

Net additions and improvements 
to plants and properties increased 
from $9,186,000 in 1975 to 
$23,144,000 this year - the highest 
in six years. This amount includes 
major expenditures of $11 million 
on the Edmundston pulp mill modern- 
ization and expansion programme, 
$3.6 million to complete the bark 
and refuse burning boiler at 
Edmundston, $1.1 million on the 
No. 3 Machine rebuild at Madawaska 


44.12 


and $1.1 million on modernization 
and improvement projects at the 
sawmills. 

Dividends in 1976 were paid 
at the rate of 40¢ per share for each 
of the first three quarters, and in- 
creased by the 8% permissible under 
AIB to 43c per share for the fourth 
quarter. Total dividends paid in 1976 
increased to $3,821,000 or $1.63 
per share compared with $3,751,000 
or $1.60 per share in 1975. 

Shareholders’ equity at year-end 
was up to $103,437,000 equivalent 
to $44.12 per share compared with 
$96,207,000 or $41.04 per share at 
the end of 1975. 

Fraser Companies, Limited is sub- 
ject to the Anti-Inflation Programme 
legislation with respect to prices, 
profits, compensation and dividends. 
Available information indicates that 
the Company was in compliance with 
the programme in 1976. All necessary 
steps and action will continue to be 
taken to ensure future compliance. 

In addition to the required 
financial statements, three supple- 
mental financial presentations have 
been included again this year. On 
page 4a bank statement is shown 
which simply summarizes by major 
items Fraser’s cash transactions 
for the year. Inflation continues to 
be a problem and its effect is not 
revealed by traditional accounting 
methods. Two statements appearing 
on page 24 are intended to display 
“real’”’ profits and ‘“‘real’’rates of 
return on equity after taking 
account of inflation. 


Fraser Companies, Limited and Subsidiaries 


Consolidated Statement of 
Financial Position 


As at December 31 1975 
(in thousands of dollars) 
Current assets: 
Cash, short-term deposits and commercial notes $12,216 
Accounts receivable 17,289 
Inventories (note 2) 22, 951 
Income taxes recoverable 488 
Prepaid expenses 640 
Total current assets 53,564 
Current liabilities: 
Accounts payable and accruals 15,995 
Income taxes payable - 
Long-term debt due within one year 762 
Total current liabilities LOGZ OT: 
Working capital 36,807 
Due under Stock Purchase Plan (note 6) 259 
Income taxes (note 3) 
Fixed assets (note 4) 91,859 76,257 
Deferred financing expenses 370 
Working capital and other assets employed 157,894 113,525 
Long-term debt (note 5) 43,712 8,909 
Deferred taxes on income 10,745 8,207 
54,457 |) AI 
Shareholders’ equity (note 6) $103,437 $96,207 
Represented by: 
Capital stock BS ysio) 5,985 
Retained earnings 97,452 90,222 
$103,437 | $96,207 
See accompanying notes to consolidated financial statements. 
On behalf of the Board: 
Adam H. Zimmerman, Director John P. Fisher, Director 
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Fraser Companies, Limited and Subsidiaries 


Consolidated Statements of 
Earnings and Retained Earnings 


BGA BI 2 ADE 


Year ended December 31 1975 
(in thousands of dollars) 
Earnings: 
Net sales $142,775 
Cost of sales 119,336 
Depreciation and depletion Tole 
Selling, general and administrative expenses 7,018 
133,724 
9,051 
Other income (expenses): 
Interest income (note 7) 1,554 
Interest on long-term debt (note 7) (479) 
Gain (loss) on foreign exchange 1,091 
Miscellaneous (net) 222 
2,588 
Earnings before income taxes 11,439 
Taxes on income (note 8) 4,227 
Net earnings 7,212 
Earnings per Class ‘‘A’”’ and Class ‘‘B’’ share 3.08 
Retained earnings: 
Balance at beginning of year $ 86,761 
Net earnings TAZ 
95:9 70 
Dividends paid - $1.63 per share (1975 - $1.60) Wie! 
Balance at end of year $ 90,222 


See accompanying notes to consolidated financial statements. 


Auditors’ Report to the Shareholders 


PPT LTT IG ELUNE LE A a eS NS Ce 


We fas Eaiaied the consolidated statement Be fence position of 
Fraser Companies, Limited and subsidiaries as of December 31, 1976 
and the consolidated statements of earnings and retained earnings and 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards and 
accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly 
the financial position of the company and subsidiaries as of December 
31, 1976 and the results of their operations and the changes in their 
financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

Peat, Marwick, Mitchell & Co. 
Chartered Accountants 
Montreal, Quebec, Canada 
February 16, 1977 
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Fraser Companies, Limited and Subsidiaries 


Consolidated Statement of 
Changes in Financial Position 


Year ended December 31 
(in thousands of dollars) 


Source of funds: 
Net earnings 


Depreciation and depletion 
Deferred taxes on income 


Issue of Series B debentures 
Stock Purchase Plan 


Total funds provided 


Application of funds: 
Income taxes (note 3) 


and properties - net 
Redemption of long-term debt 
Dividends 


Total funds used 


Increase in working capital 


Working capital at end of year 


Add items not requiring expenditure of funds: 


Amortization of financing expenses 


Funds provided from operations 


Financing expenses - Series B debentures 
Additions and improvements to plants 


Working capital at beginning of year 


$11,051 $ 7,212 


7,573 
464 


15,049 


58 
15,087 


9,186 
810 


See accompanying notes to consolidated financial statements. 


Notes to Consolidated Financial Statements December 31, 1976 


1. ACCOUNTING POLICIES: 
The Company and its subsidiaries 


follow accounting principles which 


are generally accepted in Canada. 
Asummary of significant account- 
ing policies of the Company is 

set out below. 

BASIS OF PRESENTATION OF 


FINANCIAL STATEMENTS: 
The accompanying financial 


statements include on a consol- 
idated basis the accounts of the 
Company and its subsidiaries, 
all of which are wholly-owned. 
The principal operating sub- 
sidiary is Fraser Paper, Limited 


which owns and operates a 

paper mill in Madawaska, Maine. 
FOREIGN EXCHANGE: 

Current assets and liabilities in 
foreign currencies are translated 
into Canadian dollars at exchange 
rates prevailing at balance sheet 
dates except for those amounts 
covered by forward sales of 

other currencies, when contracted 
rates are used. Long-term debt is 
carried at the Canadian dollar 
proceeds received when converted 
and fixed assets at exchange rates 
in effect at the transaction dates. 
Income and expenses are trans- 


lated at average rates prevailing 
during the year except for depre- 
ciation which is translated at the 
rates prevailing when fixed assets 
were acquired. Gains or losses on 
foreign exchange are reflected in 
the statement of earnings. 
INVENTORIES: 

In general, pulpwood and logs, 
raw materials and supplies are 
carried at cost or replacement 
cost whichever is lower. Goods in 
process and finished products 
are valued at the lower of cost 
and net realizable value. 
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Notes to Consolidated Financial Statements (contINUED) 


FIXED ASSETS: 

The costs of additions, better- 
ments and renewals are capitalized 
and expenditures for maintenance 
and repairs are charged to expense. 

Government grants received 
in connection with the construct- 
ion or expansion of production 
facilities are credited to the cost 
of such assets. At the time of 
disposal or retirement of plant 
and property, the cost of the 
asset and the related accumulated 
depreciation are removed from the 
accounts and the resulting gain 
or loss is reflected in the state- 
ment of earnings. 

Buildings, machinery and 
equipment are depreciated, 
generally on a straight-line basis, 
at rates estimated to amortize 
the cost of each asset over its 
economic life. Rates in use for 
the principal classes of such assets 
are as follows: 

Buildings 21/2% 
Production machinery 6 1/4% 
Automotive and mechanized 

woods equipment 10% to 25% 

Logging roads, bridges and 
camp facilities are written off ona 
straight-line basis over 10 years 
and amortization of timber limits 
is determined on a basis related to 
production. 

FINANCING EXPENSES: 
Expenses relating to the issue of 
long-term debt are amortized on 
a Straight-line basis over the term 
of the debt. 

INTEREST: 

Interest expense is charged against 
income as incurred except where 
it can be identified with a major 
capital expenditure program. Such 
interest is capitalized during the 
construction period, net of any 
related revenue from temporary 
investment of borrowed funds 
held for capital expenditures. 


RESEARCH AND DEVELOPMENT: 


Research and development 
expenses are charged against 
earnings as incurred. 


20 


INVESTMENT TAX CREDITS: 
Canadian and U.S. federal invest- 
ment tax credits are recognized as 
a reduction in the provision for 
income taxes in the years in which 
such credits are claimed for tax 
purposes. 

EARNINGS PER SHARE: 
Earnings per share are calculated 
using the weighted average number 
of shaies outstanding during the 
year. 


2. INVENTORIES: 


1976 L975 
($000’s) 
Pulpwood and logs, including advances $10,997 $ 9,869 
Raw materials and supplies 10/967 998.550 
Goods in process and finished products 5,746 4,506 


$27,710 $22,931 


3. INCOME TAXES: 

The Company has received re-assessments for the 1970 through 
1973 taxation years with respect to the treatment of certain 
income for tax purposes in 1970 and 1971. The Company 
disputes the position taken by Revenue Canada and income 
taxes assessed and paid have been treated as recoverable pending 
the outcome of appeals against the assessments. If the appeals 
are unsuccessful, this amount will be written off against 
retained earnings. 


4. FIXED ASSETS: 


1976 1975 
($000’s) 

Plants and properties $202,224 $180,520 
Less accumulated depreciation 110,610 104/545 
91,614 LOdS 

Freehold and leasehold properties 7,947 Veen 
Less accumulated depletion 7,702 LOTS 
245 202 


> 91,609 $976,257 


5. LONG-TERM DEBT: 


1976 iz 
($000’s) 

First Mortgage and Collateral Trust Bonds: 
5 1/8% due 1987 - $8,250,000 U.S. $ $8,909 
Sinking Fund Debentures: 
6 1/8% Series A due 1987 - $7,500,000 U.S. 8,100 7 
10 3/4% Series B due 1992 - $35,000,000 U.S. 35,612 

$43,712 $8,909 


The Series A Debentures were issued in exchange for the outstanding 
first mortgage bonds, in conjunction with the issue of the Series B 
Debentures. They are carried at the same Canadian dollar amount as 
the exchanged first mortgage bonds. 


Repayments, in U.S. dollars, required 
on the Sinking Fund Debentures over 
the next five years are $750,000 per 
annum in each of the years 1977 to 
1980 inclusive and $3,080,000 

in 1981. 


6.SHAREHOLDERS’ EQUITY: 
Capital stock - convertible common 


shares without nominal or par value: 


Authorized 
Class ‘‘A’”’ 5,000,000 shares 
Class ‘‘B’”’ 5,000,000 
Issued 
Class ‘‘A” 2,210,738 shares 
Class'"*B7 133,664 


The only distinction between the 
two classes, which are convertible 
into one another on a share for 
share basis, is that the directors 
may specify that cash dividends 

on Class ‘‘B”’ shares be paid out 

of 1971 capital surplus on hand 

(as defined in the Income Tax Act). 

No shares were issued in 
1976 pursuant to the provisions 
of the Stock Purchase Plan whereby 
shares may be issued for the 
account of certain employees at 
the discretion of the directors. 
Payment for shares issued under 
the Plan is made by employees in 
instalments so that the aggre- 
gate purchase price will be paid 
within ten years. At December 
31, 1976 the Trustee held 12,270 
Class ‘‘A”’ shares as collateral for 
the unpaid balances aggregating 
$261,000 at that date. 
RETAINED EARNINGS: 

At December 31, 1976, retained 
earnings include approximately 
$43 million of 1971 capital 
surplus on hand. It is the intention 
of the directors, if, as and when 
dividends may be declared on the 
Class ‘‘B’’ shares, to specify that 
such dividends be paid out of this 
1971 capital surplus. 

The Trust Indenture pursuant 
to which the Sinking Fund 
Debentures were issued contains, 
among other usual convenants, a 
restriction on the payment of 
cash dividends. At December 31, 
1976, approximately $9.5 


million of retained earnings was 
not subject to such restrictions 
on distribution. 


7. INTEREST ON LONG-TERM DEBT: 


1976: 1975 
($000’s) 
Total interest $2,431 $479 
Less charged to 
capital cost of 
expansion 
program 96S . 
$ 468 $479 


The charge to the capital cost of 
the expansion program was reduced 
by $1,096,000 of interest income 
earned on temporary investment 
of borrowed funds not immed- 
iately required for project 
expenditures. 

8.INVESTMENT TAX CREDITS: 
Taxes on income have been 
reduced by $2,132,000 (1975 - 
$221,000) resulting from the 
application of Canadian and 

U.S. federal investment tax 
credits. 

9.COMMITMENTS: 

The capital cost of the Company’s 
program to increase production 
capacity and efficiency and to 
meet prescribed environmental 


standards at Edmundston Mill 
over the years 1976 to 1979, 


is estimated at $91 million. 
Of this amount approximately 


$11 million has been paid or 
provided for in the accounts at 
December 31, 1976 and there 
were contractual commitments 
for a further $20 million at 
that date. 

At December 31, 1976, 
contractual commitments for 
capital expenditures not forming 
part of the above program 
amounted to approximately 
$1.5 million. 

10. PENSION PLANS: 

According to the latest actuarial 
reports on the Company’s pension 
plans, there was an unfunded 
liability as of December 31, 1975 
of $5,625,000, due primarily 

to plan amendments in previous 
years, which will be amortized 

by annual payments of $589,000 
for thirteen years as recommended 
by the actuaries. 

Additionally, according to a 
preliminary valuation as of 
January 1, 1976 of the plans of 
Fraser Paper, Limited, computed 
in accordance with recent U.S. 
legislation, there was an unfunded 
liability at that date of approx- 
imately $5,700,000 which is being 
amortized over periods of not 
more than forty years at approx- 
imately $335,000 per annum. 


11.REMUNERATION OF DIRECTORS AND SENIOR OFFICERS: 
Aggregate remuneration to persons who served as the Company’s 
ten directors and as officers of the Company at any time during 


the year was as follows: 


Remuneration paid by: 
Fraser Companies, Limited 
Fraser Paper, Limited 


1976 1975 
13 14 10 14 
Directors Officers Directors Officers 
$43,000 314,000 44,000 295,000 
: 152,000 - 153,000 
$43,000 466,000 44,000 448,000 


At December 31, 1976, there were ten directors and eleven officers. 
Four officers of the Company were also directors. 


12. ANTI-INFLATION LEGISLATION: 


Fraser Companies, Limited is subject to, and believes it has complied 
with, anti-inflation legislation with respect to prices, compensation 
and dividends. The restrictions applicable to dividends will limit the 
common share dividend rate to a maximum of $1.73 per share for the 
one year period ending October 13, 1977. 


21 


Distribution of the 1976 Sales dollar 


TO OUTSIDERS 

for pulpwood, materials 
supplies and services 

TO EMPLOYEES 

for wages, salaries 

and benefits 

FOR ENERGY 

FOR TAXES 

federal, provincial 

state and local 

FOR DEPRECIATION. 

AND DEPLETION 

TO SHAREHOLDERS 

by dividends as a return 

on their investment 

THIS LEFT 

for use as working capital and 
for plant improvement and expansion 


Ten Year Comparison 
FOR THE YEAR 
SALES AND EARNINGS DATA ($000’s) 


Net sales 


1974 


1976 LOTS 197s 


S$ 180.6540 $2 142775 $91 58,223.5 el Volos. 


U.S. exchange gain (loss) (1,701) 2,144 (5,168) 18 
Interest on long-term debt 468 479 497 547 
Depreciation and depletion 7,542 VROTES 6,796 6,400 
Selling, general and administrative expenses 8,080 TOUS 5,665 4,787 
Taxes on income baie 4,227 103793 6,424 
Net earnings (loss) from operations MEOSt D212 14,892 D155 
Extraordinary items (net) . - - 5,916 
Net earnings for the year ROSY. | TIN oe 14,892 13,669 
FINANCIAL POSITION DATA ($000’s) 

Working capital 64,809 36,807 35,467 2176S 
Cash flow from operations 21,147 15,049 Ue eexeNl 19293 
Net additions to plants and properties 23,144 9,186 5,886 7,510 
Long-term debt at end of year 45,742 8,909 O79 hO2529 
Deferred taxes on income 10:745 8,207 7,743 6,850 
Shareholders’ equity at end of year 103.457 96,207 92,746 81,054 
OTHER FINANCIAL DATA 

Net earnings (loss) from operations per share 4.71 5.08 Ge55 ool 
Extraordinary items (net) per share : - - 2.59 
Net earnings for the year per share 4.71 3.08 6755 5.84 
Dividends per share 1.63 1.60 1.40 0.60 
Cash flow from operations per share 9:02 6.42 9.63 8.24 
Common shareholders’ equity per share 44.12 41.04 59.56 34.63 
Common shares outstanding atendof year 2,344,402 2,344,402 2344402 2,340,652 
Return on total capital invested - % 8.4 Gy 14.6 8.9 
Return on shareholders’ equity - % ea 7.6 Val 10S 
QUANTITIES SOLD 

Paper - tons 3/5)656 302,968 383,063 363,144 
Boxboard - tons 32,628 30,326 32,389 oO) 625 
Pulp - tons 9,994 1219] 10535 20,229 
Lumber - M f.b.m. 56,764 46,081 46,190 49,774 
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1972 


OC O6n> 
(382) 
583 
6,294 
4,450 
(685) 
(751) 


(751) 


11,741 
4.765 
1,909 

11,339 
1,710 

67,445 


(0.32) 


(0.32) 
0.10 
2.04 

28.89 


2,534,802 


(0.6) 
(sd) 


B27 
29,118 
49,151 
57,153 


oy 


62,639 
O72 
622 

sae 2 
5,244 
(5,648) 
(4,856) 


(4,856) 


6,965 
(4,349) 
14,785 
12,149 

2,427 
68,422 


(2.08) 


(2.08) 
0.15 

(1.86) 
29.31 
2,334,302 

(5.2) 

(6.8) 


195,049 
28,154 
50,255 
52,507 


$ 


1970 


TS 1 50m0 


1,456 

661 
3,801 
5,673 

811 
2,614 
6,807 
9,421 


25,339 
6,638 
40,243 
12,959 
7151 
73,600 


Nn ee 

Dn 

4.04 

0.90 

PARSIS) 
S556 

2, 0oL,O02 
3.4 

Ou), 


O1 078 
27,505 
88,387 
39,016 


1969 


Ol oan a> 


S771 

714 
5,836 
4,936 
1,993 
4,403 
1,933 
6,336 


23,186 
12,070 
10,608 
13,769 

8,859 
66,032 


190 

0.83 

OSES 

0.65 

SyrAe 
28.45 
2520/9592 
Sar 

ee, 


241,734 
27,998 
211,058 
33,033 


1968 


70,000 


3,169 
735 
5,890 
3,716 
322 
1,161 


1,161 


19,876 
7,315 
2,609 

14,579 
6,991 

60,749 


0.50 


0.50 

0.10 

3.18 
26.41 
2,300,202 
2] 

1.9 


212,306 
24,053 
180,463 
20,616 


1967 


70,681 
2,929 
769 
5,502 
3,640 


Way 
Mee, 
706 


15,711 
6,167 
4,168 

15,389 
6,691 

58,864 


0.06 

0.26 

0.32 

0.60 

O78 
26.44 
2,226,102 
at 

0.2 


203,243 
24,407 
128,731 
27,435 


PRODUCTS SOLD 


Thousands 


Paper, Boxboard and 
Pulp - tons 


1972 1973 1974 oH ES) 1976 


SHAREHOLDERS’ EQUITY PER SHARE 


1976 


LQ72 1973 1974 1975 


Inflation! 
The Impact on Fraser 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended December 31, 1976 
(in thousands of dollars) 


Historical Cost Restated 
to Reflect Purchasing 
Historical Cost Power of 1976 Dollar 


Net sales $180,654 $185,351 
Cost of sales, selling, general and 
administrative expenses 157,594 163,495 
Depreciation and depletion 7,542 11,568 
165,136 175,063 
15,518 10,288 
Other income and expenses (net) 905 837 
Earnings before income taxes 16,423 Wh WAS 
Taxes on income Be S7a Bei 
Net earnings Gy Oley $5615 
Per common share $ 471 $ 2.39 


RETURN ON SHAREHOLDERS’ EQUITY 
RESTATEMENT PROCEDURE: RESTATEMENT PROCEDURE: 


Adjusted to reflect the purchasing power of the 1976 dollar by PROFIT: Historical after tax profit (before extraordinary items). 

using the Consumer Price Index and the proposed accounting EQUITY: The 1950 year-end historical dollar equity was restated 

recommendations issued by the Canadian Institute of Chartered to 1951 year-end dollars by applying the inflation factor for the 

Accountants. year 1951 (GNE Implicit Price Index) to which was added the 
historical dollar equity increase in 1951. Each year thereafter the 
beginning restated equity was “‘updated”’ to current year-end 
dollars and increased or decreased by the historical dollar equity 
change during the year. 


HISTORICAL RESTATED 


The return was calculated on the average of the ‘‘updated” beginning equity and the ending equity in each year. 
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Offices, Plants and Products 


Sales Offices: Sales Offices: 


Fraser Lumber 1155 Dorchester Bivd. West, 2 Greenwich Plaza, 

Mills: Montreal, Quebec H3B 3T6 « Greenwich, Conn. 06830 
Plaster Rock and Kedgwick, 600 The East Mall, 2300 East Devon Avenue, 
New Brunswick Islington, Ontario M9B 4B1 %~ Des Plaines, Illinois 60018 
Product: Fraser Papers 

Eastern Canadian Spruce Mills: Me 

End Use: Fraser Paper, Limited ‘ef 

Residential and commercial buildings Madawaska, Maine 

Market: (a wholly-owned subsidiary) re 

Eastern Canada and Eastern United States Fine Papers: 

Sales Office: Five paper machines 

Edmundston, New Brunswick ESV 1S9 Groundwood Papers: ; 
Fraser Pulp Three paper machines and one 3 
Mills : off-machine blade coater 

Atholville and Edmundston, End Uses: es 

New Brunswick Papers for converting specialties, ey, 

Products: ft commercial printing, 


Bleached and unbleached softwood 
sulphite, and groundwood 

Market: 

North America and overseas 
Sales Offices: % te 
Edmundston, New Brunswick E3V 1S9 “gg 
1155 Dorchester Blvd. West, an 
Montreal, Quebec H3B 3T6 1 
Fraser Boxboard xd 
Mill: Fs 
Edmundston, New Brunswick E 
Products: PA. : 
Coated and uncoated folding boxboa: 
End Uses: : 
Packaging for food, detergents, 
cigarettes, frozen foods, 
pharmaceuticals, pet foods, etc. 


coated and uncoated publications, 


directories and catalogues 
Market: ye) 


United States 


This report, except the cover, is printed on 
Fra-Opaque paper, 80 lb. Vellum Finish, a product 
of Fraser Paper, Limited, Madawaska, Maine. 
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Hoey Comp “led, ye 
CEPI eons LB 


NOTICE OF ANNUAL GENERAL MEETING 
OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that the Annual General Meeting 
of shareholders of Fraser Companies, Limited will be held at the Lord 
Beaverbrook Hotel in Fredericton, New Brunswick, Canada, on Friday, 
the 23rd day of April, 1976, at the hour of 11:30 o'clock in the forenoon, 
Atlantic Standard Time, for the following purposes, that is to say: 


To receive and consider the annual report of the 
directors, the financial statements of the Company 
and the auditors’ report for the fiscal year ended 
December 51, 1979: 


To elect directors for the ensuring year; 


To appoint auditors and to fix or to authorize 
the Board of Directors to fix their remuneration; and 


To transact such other business as may properly 
come before the said Meeting. 


If you are unable to attend in person, will you please date, complete, 
sign and return the enclosed instrument of proxy in the envelope 
provided for that purpose. 


By Order of the Board of Directors, 
B, W. Hicks, 


Vice-President and Secretary. 


March 15, 1976. 


INFORMATION CIRCULAR 


(dated as of March 15, 1976) 


This Information Circular, the contents and the sending of which to the shareholders of Fraser Companies, 
Limited (hereinafter called “the Company”) have been approved by the Board of Directors, is furnished in connection 
with the solicitation of proxies for use at the Annual General Meeting of shareholders of the Company to be held at 
the Lord Beaverbrook Hotel, Fredericton, New Brunswick, Canada, on Friday, April 23, 1976, and at any adjournment 
thereof. In the event that you are unable to attend the meeting personally, you are requested to date, complete and sign 
the accompanying instrument of proxy and to return the same to the Company in time for use at the meeting. An 
addressed envelope with postage prepaid accompanies this Information Circular and may be used for such purpose. 


Right of Revocation 


A shareholder giving an instrument of proxy may revoke the same by instrument in writing executed by the 
shareholder or by his attorney authorized in writing or, if the shareholder is a corporation, under its corporate seal 
or by an officer or attorney thereof duly authorized, and deposited either at the Head Office of the Company, Plaster 
Rock, New Brunswick, or the general office of the Company, Edmundston, New Brunswick, at any time up to and 
including the last business day preceding the day of the meeting, or any adjournment thereof, at which the proxy is to 
be used or with the Chairman of such meeting on the day of the meeting, or adjournment thereof. 


Solicitation of Proxies 


The enclosed instrument of proxy is solicited by the management of the Company. The management 
does not contemplate a solicitation of proxies otherwise than by use of the mails. The cost of solicitation will be borne 
by the Company. 


Voting Shares and Principal Holders Thereof 


There are outstanding 2,215,828 Class “A” Convertible Common Shares without nominal or par value 
(hereinafter called Class “A” Shares) and 128,574 Class “B’ Convertible Common Shares without nominal or par 
value (hereinafter called Class “B” Shares) of the capital stock of the Company. Each Class “A” Share and each 
Class “B” Share entitles the holder thereof to one (1) vote per share. 


The holders of Class “A” Shares and the holders of Class “B” Shares will be entitled to vote at the meeting 
and at any adjournment thereof if present or represented by proxy thereat. 


Noranda Mines Limited, through its wholly-owned subsidiary Northwood Mills Limited, and The Harold 
Crabtree Foundation each beneficially own or exercise control or direction over Class “A” Shares carrying more than 
10% of the votes attached to the voting shares of the Company. Northwood Mills Limited beneficially owns or 
exercises control or direction over 1,289,317 Class ‘““A” Shares and The Harold Crabtree Foundation beneficially owns 
or exercises control or direction over 241,429 Class “A” Shares, representing 54.99% and 10.30% respectively of the 
voting shares of the Company. 


Election of Directors 


. The By-laws of the Company provide that the Board of Directors of the Company shall consist of ten (10) 
directors to be elected annually. The term of office of each director so elected expires upon the election of his 
successor unless he shall resign or his office becomes vacant by death, removal or other cause. 


The following persons are proposed to be nominated for election as directors of the Company: 


Nominees for Directors 
and Principal Occupation 


John M. Anderson,!) President and Vice-Chancellor of the University 
of New Brunswick (Institution of Higher Education). 


Carl E. Beigie, Executive Director and Comptroller of C. D. Howe 
Research Institute (Economic Research). 


W. R. Clerihue, Member of the Executive Committee and of the 
Audit Committee of the Company; Executive Vice President — 
Corporate Staff, Celanese Corporation (Diversified Multinational 
Producer of Petrochemicals, Fibers, Plastics, Coatings and Specialty 
Chemicals. ) 


Kenneth V. Cox, Trustee of the Stock Purchase Plan and a Member 
of the Audit Committee of the Company; President of The New 
Brunswick Telephone Company, Limited (Public Utility). 


H. Roy Crabtree,'*) Vice-Chairman of the Board of the Company, 
Member of the Executive Committee of the Company, Trustee of 
the Stock Purchase Plan of the Company; Chairman and President 
of Wabasso Limited (Manufacturer of Textiles). 


John P. Fisher,'*) Executive Vice-President of the Company. 


Carl M. Frantz, President of Northwood Mills Limited (Manufacturer 
and Distributors Forest Products) 


David J. Hennigar, Member of the Executive Committee and of the 
Audit Committee of the Company; Atlantic Regional Director of 
Burns Fry Limited (Investment Dealers). 


C. R. Recor, President of the Company, Member of the Executive 
Committee of the Company. 


A. H. Zimmerman, Chairman of the Board and Chief Executive 
Officer of the Company, Chairman of the Executive Committee of 
the Company; Executive Vice-President of Noranda Mines Limited 
(A Natural Resource and Manufacturing Company). 


(1) John M. Anderson has been President and Vice-Chancellor of the University of New Bruns- 
wick, since March 1973, prior to which and for a period in excess of the two preceding years 
he was a senior official of Fisheries and Marine Services, Environment Canada. 

(2) Mr. Crabtree’s ‘‘associate’’, The Harold Crabtree Foundation, beneficiary owns or exercises 
control or direction over 241,429 Class ‘‘A’’ Shares. 

(3) John P. Fisher was appointed Executive Vice-President of the Company on October 24, 1975 
and has been a senior officer of the Company since February 1975, prior to which and for a 
period in excess of the five preceding years he was Manager of Marketing, Paper Machinery 
of Dominion Engineering Works Limited. 


Period of 
Service 
as Director 


1975 to date 


1974 to date 


1969 to date 


1956 to date 


1974 to date 


1969 to date 


1972 to date 


1974 to date 


Approximate Number of 
Shares of the Company 
Beneficially Owned, 
Controlled or Directed 


50 Class ‘SA’? Shares 


10 Class “A” Shares 


51 Class ““A” Shares 


200 Class “A” Shares 


30,400 Class “B” Shares 


3,400 Class “A” Shares 


501 Class ‘A’? Shares 


200 Class “B” Shares 


5,710 Class “A” Shares 


201 Class ““A”’ Shares 


Remuneration of Directors and Officers 


The information as to the aggregate remuneration paid during the last completed financial year of the Company 
ended December 31, 1975 to the directors and, separately to the officers, is as follows: 


NATURE OF REMUNERATION EARNED 


REMUNERATION OF Bis aaa Salaries Bonuses Petes gs Others Total 
DIRECTORS fees expense all. 
(A) Number of directors: 10 


(B) Body Corporate incurring 
the expense 


Fraser Companies, 


Limited $43,575 $ 43,575 


REMUNERATION OF 
OFFICERS 


(A) Number of officers: 14 


(B) Body Corporate incurring 
the expense 


Fraser Companies, 


Limited $295,269 295,269 
Fraser Paper, 
Limited 147,847 147,847 
TOTALS $43,575 $443,116 $486,691 
Estimated aggregate cost to the Company and its subsidiaries of all pension benefits ..............0......005. $ 37,096 
Aggregate amount of all remuneration payments other than payments reported above, proposed to 
be made in the future by the Company and its subsidiaries pursuant to existing arrangements ........ $ 5,000 


No director, officer, proposed nominee for election as a director or associate of any of the foregoing is or has 
been indebted to the Company or its subsidiaries at any time since the beginning of the last completed financial year of 
the Company. Under the Stock Purchase Plan of Fraser Companies, Limited dated as of July 2nd, 1968, the Company 
provided moneys to trustees with which to purchase Common Shares of the Company which are held for the benefit 
of certain employees of the Company upon the exercise of their rights. The aggregate amount owing by such employees 
to the trustees as at the date of this Information Circular, was $321,534.84 of which approximately $166,494.98 was 
owing by employees who were directors and/or officers of the Company. 


Appointment of Auditors 


Peat, Marwick, Mitchell & Co. are the Auditors of the Company, having been first appointed to such position 
on April 19, 1974. It is proposed by the management of the Company that such firm be reappointed the Auditors of 
the Company. 


Designation of Proxy 


The persons named in the enclosed instrument of proxy have indicated to the Company their willingness to 
represent as proxy shareholders desiring to so appoint them. If, however, a shareholder desires to appoint as proxy 
a person other than those designated, he should insert the name of his representative in the space provided 
therefor. A person acting as proxy need not be a shareholder of the Company. 


Voting of Shares Represented by Management Proxy 


The shares represented by the instrument of proxy will be voted or withheld from voting, as the case may be, 
on any ballot that may be called for and, where the shareholder specifies a choice with respect to any matter for which 
a choice is provided, such shares shall be voted or withheld from voting in accordance with the specifications so made. 
Where a choice is not specified by the means provided in the instrument of proxy, it is intended that the shares 
represented by the instrument of proxy in each such case will be voted in favour of each such matter. 


The enclosed instrument of proxy confers discretionary authority with respect to amendments or variations to 
matters identified in the Notice of meeting, or other matters that may properly come before the Annual General Meeting. 
The management is not aware that any such amendments, variations or other matters are to be presented for action 
at such meeting. 

By Order of the Board of Directors, 


(s¢d.) B. W. Hicks, 
Vice-President and Secretary. 


TO THE SHAREHOLDERS: 


For the six months ended June 30, 1976 Fraser’s 
net income was $4,006,000 or $1.71 per share on sales 
of $92,995,000 compared with last year’s restated net 
income of $2,534,000 or $1.08 per share on sales of 
$64,547,000. These earnings were approximately 53¢ 
less than they would have been had the Canadian 
dollar been at par with the U. S. dollar. 


While paper markets are in the summer doldrums 
they have been good for the Company’s grades for 
the year so far. Lumber markets have also been the 
best since early 1974 and appear to be in a reasonably 
stable condition. The sulphite pulp market is soft and 
has resulted in approximately five weeks of downtime 
at the Atholville mill during the first half of the year. 


The long-term financing for the Edmundston re- 
build referred to in the Annual Report was completed 
in June. This financing involved the private placement 
of U. S. $35,000,000 of new 10-32% Series B Debentures 
due 1981 to 1992. Also an exchange was arranged of 
the old First Mortgege and Collateral! Trust Bonds in 
the amount of U. S. $8,250,000 for a like amount of 
new 6-4% Series A Debentures due 1977 to 1987. 


So far this year, negotiations have been success- 
fully concluded for one new two-year and seven new 
three-year labour agreements. These agreements 
are subject to and awaiting the approval of the Anti- 
inflation Board. 


The proposed new regulations for the Anti-Infla- 
tion Program recently released by the Government 
which are still unintelligible impose much more signi- 
ficant restraint on many companies than originally 
proposed. In an industry where the return on invest- 
ment is presently unattractive to new equity, curtail- 
ment of profit margins while permitting wage inflation 
will seriously depress future profitability and hence 
investment by most companies. 


A dividend of 40¢ per share was declared on June 
24, 1976 on both the Class “‘A’’ and the Class “B” 
shares payable September 24, 1976 to shareholders of 
record September 3, 1976. 


On July 23, 1976 a groundbreaking ceremony, 
followed by a reception, was held at the Edmundston 
mill to officially launch the pulp mill expansion and 
modernization project. Over one thousand Fraser peo- 
ple and their families, as well as Government dignita- 
ries and others were present to mark this event. 


A. H. Zimmerman, 
Chairman. 


Edmundston, N. B. 
July 26, 1976. 


FRASER COMPANIES, LIMITED AND SUBSIDIARIES 


Six Months Ended June 30 


1976 
($000’s) 
CONSOLIDATED STATEMENT OF EARNINGS (Unaudited) 
Earnings: 
ING GSAS i rascck sees tos ten eee ae ne ees $92,995 
Costvof sales: ...0uee snes slotysi tu comes esbesseoretaerutens Seek ow ertretee a cearaee 77,900 
Depreciation and= depletion... ee ETA 3,871 
Selling, general and administrative expenses .....c..cceccccscscesseeees 4.170 
85,591 
7,404 
Other income (expenses): 

Interest income ............. SOP rr Rate ee eee eee 649 
Interest onslone-termsdebtsnecscct eee (219) 
GainaCloss)sonstorersniexchan Cement: s ne = ere (1,343) 
IMaScellaneoOus Cie) terre te ee eee 185 
(728) 
6,676 
2,670 
INGE ArNIN EG Sires cee taste ee eae ne rete $ 4,006 
Netzearningsspersshareecae eee ee ee Sh erat 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Source of funds: 


Net arni mes wiser ccs Sree oae ao Re ET $ 4,006 
Add items not requiring expenditure of funds: 
Depreciationsandedepletionsesatectr ee 3,871 
Meferredstaxeszon incomes sce see ee 786 
8,657 
Received from the Stock Purchase Plan .............0.sccccessscseecseeceors 4 
Hong-tenmis deb tee ee SSeS Oe Pe 33,915 
Po taletundSe provid Cl memeceeeseceesce cee eeere ener 42,579 
Application of funds: 
Additions and improvements to plants and properties - net 5,870 
1B} hig Ko (oh ole (steneprs Weep errr reece cee ere re oa Ce eee 2,813 
(GUA OVE) ine are deere rcpt aS CASED CERCSAREE ae SoRCO SRR E OSCE Cer Ep re 810 
MoOtalo funds suse divccircescetaseesscssceee tees cscsaetasetastan teeter ete eens 9,493 
Inerease’ (decrease) in workin’ capital) cccc-.csscssccseesacseasonessarecsecesenczee 33,086 
Working capitaleate beginning (of syVearncscs nce eee 36,807 
Working capital at end of second quarter .............ccccccsscccsecseceseeseees $69,893 


* 1975 earnings which were reported using an estimated tax rate have been 
adjusted to reflect the actual effective tax rate for the full year 1975. 


1975* 


$64,547 
55,435 
3,844 
3,298 


62,577 
1,970 


1,010 
(243) 

iy, 
168 
2,052 
4,022 
1,488 

$ 2,534 


$ 1.08 
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FOR SIX MONTHS ENDED > 
JUNE 30, 1976 


FRASER COMPANIES, LIMITED 
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REPORT TO THE SHAREHOLDERS OF 
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ill, dressing 


(Subsidiary Company) 


(Subsidiary Company) 
g high grade papers from chemical 


FRASER COMPANIES, LIMITED 
General and Executive Offices 
Edmundston, New Brunswick 
n 
FRASER PAPER, LIMITED 


urin 


pulp mills, sulphite and kraft bleaching 
and groundwood pulps 


plants, and boxboard mill 
Atholville, N. B. — bleached sulphite pulp mill 


mill and dry 
mill and dry kiln 


t 


Edmundston, N. B. — sulphite and groundwood 
Madawaska, Maine — paper mills manufac- 
W. H. MILLER COMPANY, LIMITED 


Kedgwick, N.B. — lumber mill, dressing 


Plaster Rock, N. B. — lumber 


for 


